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than the rate of interest — are undertaken. Any 
project whose prospective yield is below the inter- 
est rate is dropped from consideration. In this way 
the interest rate directs the growth of productive 
capacity. 

Does the interest rate actually perform this func- 
tion in our economic system? For the most part the 
answer is yes, but there are some qualifications: 

The interest rate in our economy is not the sole mecha- 
nism for allocating scarce funds — for two reasons: 

1. The government allocates some of the available cap- 
ital to projects that it believes to be in the public 
interest, regardless of their financial profitabiHty. 

2. The unequal distribution of bargaining pov^e r 
among borrowers may enable many large firms to 
borrow on more favorable terms (at lower interes t 
rates) than most small firms. This is true even when 
the latter have relatively greater prospects for 
growth. 



what larger quantities of loanable funds at a high 
interest rate than at a low one. 

Actually, the determination of the interest rate 
has much deeper implications than is apparent from 
this simple supply-and-demand diagram. Govern- 
ment monetary, taxation, and spending policies, as 
explained in macroeconomics, exercise a powerful 
influence on the forces that help determine the in- 
terest rate. Nevertheless, you should now be able 
to formulate a definition of the loanable funds 
theory of interest (Compare your definition with 
the one in the Dictionary at the back of the book.) 

Conclusion: The Allocating Function 
of Interest 

Because the interest rate is a price, it performs the 
same rationing function as any other price. The 
interest rate oUocates the economy's scarce supply of 
funds among those who are willing to pay for them. 
Thus, in a free market, only the most profitable 
investment projects — those projects whose ex- 
pected return or productivity is equal to or greater 



Theory of Profit 

You have learned that profit or net revenue repre- 
sents the difference between total revenue and total 
cost. Profit is thus a residual or surplus over and 
above normal profit. It accrues to the entrepreneur 
after all costs, including exphcit costs and implicit 
costs, have been deducted from total revenue. 
What does economic theory tell us about the deter- 
minants of profit? What functions does profit per- 
form? 

The history of economics reveals a number of 
theories of how profits are derived. Today, three 
are generally recognized as being particularly rele- 
vant: 

1. Friction and monopoly theory. 

2. Uncertainty theory. 

3. Innovation theory. 

This system of classification is not all-inclusive and 
any one of the theories may contain elements of the 
others. The system merely emphasizes the main 
lines that have been followed in the course of think- 
ing on the subject. 
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Interest, Profits, and Capital 

ply always creates its own demand: general over- 
production is an impossibility." 

Today, mainstream macroeconomic theorv 
holds otherwise. We see that saving and invest- 
ment respond not only to interest rates, but also to 
the levels of output and income. A deep and pro- 
longed depression can leave a countiy with a 
smaller supply of capital — thus lowering potential 
GNP and raising real interest rates. 

The economic pohcies of the early 1980s illus- 
trate such shifts. As a result of the macroeconomic 
policies taken in 1979-1981, the countr>' ended up 
with a tight monetary policy and an expansionary 
fiscal policy. Such a policy shifted the supply of 
capital to the left in Figure 30-2. In the end, by 
1985 the United States inherited a smaller capital 
stock and lower potential output than it would have 
enjoyed under a macroeconomic policy mix that 
produced lower real interest rates. ^ 

Many today call for a reversal of such a mix — 
desiring a policy that would promote saving and 
investment. Such debates are a reminder that the 
need to^ shape an appropriate policy for saving and 
investment, to change the long-run capital stock 
and real interest rate in desired directions, is one 
of the most sobering tasks of governments today. 



PROFITS 

In addition to wages, interest, and rent, econ- 
omists often talk about a fourth category of income: 
profits. What are profits? How do they differ from 
interest and the returns to capital more generally? 

In this section we will look carefully at the 
definition of profits, then explore difierent roots of 
profit income. 

Reported Profit Statistics 

When statisticians calculate profits, what do 
they usually include? This issue was discussed in 
detail in Chapter 6 (on national-income accounts) 

^is .effect is closely related to the burden of the pubhc 
debt, explored in section B of Chapter 17. 



and in the Appendix to Chapte 
counting), but let's reiterate the definition h *^ 



firm acg 



Profits are defined as the difference between 
firm's (or an economy's) total revenues and its tot ' 
costs. Thus, start with total sales. Subtract out a 
expenses (wages, salaries, rents, materials ani 
fuels, interest, excise taxes, and the rest) What i 
left over is the residual called profits. 

The profit figures reported by national-in- 
come accountants are limited to the profits of cor^ 
porations. In 1983, corporate profits before tax^ 
were $225 billion (after certain adjustments fo] 
changing prices and depreciation accounting 
Companies paid $76 billion of taxes, paid $73 bi 
lion out in dividends, and retained the balance 
(For some purposes, people may include in profit 
the earnings of unincorporated businesses, but thi 
is not done in the official national accounts.) 

CoqDorate profits after taxes, in the markel 
economies of the 1980s, are significantly below 
percent of total GNP. The real return on Americal 
corporate capital (defined as profits divided by th| 
dollar cost of capital goods) has averaged about 
percent per annum in the last 15 years. Note tha' 
this average yield is well above the real interel 
rate on safe assets shown in Figure 30-3. Why i 
the rate of profit so high? Or is it? We now turn fi 
this issue. 

Determinants of Profits 

What determines profits? The following M 
provides some of the explanations that have bee 
given over the years. 

1. Profits as implicit returns. To the econOs 
mist, profits are a hodgepodge of different elS 
ments. Obviously, part of reported profits is 
merely the return to the owners of the firm foil 
their own labor or their own invested funds, i.e.j 
for factors of production supplied by them. 

For example, part may be the return to tKS 
personal work provided by the owners of the firm 
by the doctor or lawyer who works in a small pi^S 
fessional corporation. Part may be the rent retuQ 
to self-owned natural resources. In large corpo^ 
tions, most profits are the implicit return to in 
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vested capital. (Recall Chapter 21*5 discussion of 
implicit costs and opportunity costs, page 469.) 

Thus some of what is ordinarily called profit 
is really nothing but rentals, rents, and wages 
under different names. Implicit rentals, implicit 
rent, and implicit wages are the names economists 
give to the earnings on factors that the firm itself 
owns. 

2, Profits as reward for risk bearing. If the 
future were perfectly certain, there would be no 
opportunity for a bright young person to come 
along with a revolutionary innovation. Everything 
would already be known. A half-centur\' ago, Chi- 
cago economist Frank Knight suggested that all 
true profit is linked with uncertainty or imperfect 
information. Put differently, once the implicit re- 
turns — the pure interest on capital, implicit wages 
on managerial labor, and so forth — are subtracted, 
what remains is a return for bearing uncertainty. 

Default In examining this theory, modern 
economics specifies three kinds of risks that lead to 
profits. The first kind c/f risk that leads to profits is 
default risk. Because there is a possibility that an 
enterprise will go under — this even applies to gi- 
ants like Continental Illinois Bank, Eastern Air- 
lines, or Chrysler Corp. — the return to invested 
capital must include a premium for default. This 
default premium should add enough to the return 
on capital to cover the risk of an enterprise going 
bankrupt. 

Risk Bearing A second source of risk is the re- 
turn to pure or statistical risk. A company may 
have good and bad years, just as a farmer may face 
good or bad weather. Put differently, even though 
two firms may have the same average net revenues 
year in and year out, one may show highly volatile 
earnings (like a steel or auto firm) while another 
may be very stable (like telephone or beverage 
firms). Investors are averse to risky situations. 
Thus, when they are unable to insure or diversify 
their risks, investors require a risk premium added 
to returns to offset their risk aversioti. 

How does this relate to profits? First, profits 



are the most volatile component of national in- 
come. Indeed, in the Creat Depression, profits 
were actually negative. Moreover, there is no way 
of buying an insurance policy to offset the inherent 
and non-diversifiable risks from owning a portfolio 
of corporations. Thus, there is a significant risk 
premium included in the profit return to corporate 
capital. 

How large is this risk premium? We do not 
know for sure, and the premium probably changes 
over time. Recent studies suggest, however, that 
between 3 and 6 percentage points of the annual 
profit rate on corporate capital is reward for bear- 
ing risk. 

Innovation A third kind of risk contributing to 
profits is the reward for innovation and enterprise. 
Let us subtract from measured profits the implicit 
return for owners' labor, capital, and land. Sub- 
tract a default premium. Even subtract an estimate 
of the reward for risk bearing. Would there be 
nothing left? 

In a world of perfect competition and no eco- 
nomic evolution, there would be no further profits 
at all. Let's see why. 

Firms might still be reporting some profit fig- 
ures to the press. But under these ideal equilib- 
rium conditions, the implicit returns to the labor 
and property supplied by owners, along with the 
reward for risk bearing, would exactly swallow up 
all the profits reported. Why? Because owners 
would be getting for their owned factors and risk 
incurred exactly what those services w^ere worth in 
competitive markets. 

To put the point differently, free entry of 
numerous competitors would, in a static world of 
perfect knowledge, bring price down to cost. The 
only sustainable profits in such a world would be 
the competitive wages, rentals, rent, and return 
for risk bearing. 

We do not live in such a dreamworld. In the 
world as we know it, there is a chance for someone 
with a brand-new idea to invent a revolutionary 
medicine or computer or software program — to 
promote a new product or find a way to lower costs 
of an old one. 

Let's call the person who does any of these 
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things an innovator or entrepreneur. W'e can iden- 
tify "innovational profits" as the temporanj excess 
return to innovators or entrepreneurs. 

Don't confuse innovators with managers. We 
see huge corporations run by managers who own 
less than 1 percent of the common stock. These 
managers are talented at oihng the wheels of in- 
dustry; and like any other factor of production 
they move into those jobs where they will receive 
the highest wages. 

Innovators are different. They are increas- 
ingly trying to carry out new activities. Here is the 
person with vision, originality, and daring. Al- 
though not the scientist who invents the new proc- 
ess, the innovator is the one who successfully in- 
troduces it. Maxwell developed the scientific 
theory of radio waves, Hertz discovered them ex- 
perimentally, but Marconi and Sarnoff made them 
commercially profitable. Carlson invented Xerog- 
raphy, made a' personal fortune, and launched a 
great firm, Xerox. On the other hand, De Forest 
who discovered the triode tube, also sought to put 
his inventions to commercial use. Yet he went 
broke a number of times and often pulled down 
many starry-eyed investors with him. Many try; 
few succeed. 

Every time there is a successful innovation, a 
temporary pool of monopoly is created. For a 
short time, innovational profits are earned. These 
profit earnings are temporary and are soon com- 
peted out of existence by rivals and imitators. But 
just as one source of innovational profits is disap- 
pearing, another is being born. So these innova- 
tional profits will continue to exist. 

3. Profits as monopoly returns. Innovational 
profits shade off into our last category. Many peo- 
ple are downright suspicious of profit. The critics 
of profits do not see them as implicit rentals or 
return for risk bearing in competitive markets 
Their image of the profiteer is more likelv that of a 
fellow vvith a penchant for sly arithmetic who 
somehow exploits the rest of the community. 

Presumably what critics have in mind is a 
third quite different meaning of profit: profit as the 
earnings of monopoly. 



A firm may have substantial economic power 
in a market. If you are the sole owner of an impor- 
tant patent, it will pay you to charge a price so as to 
limit its use. If audiences swoon to your singing as 
to nobody else's, then you will have to remember 
that the more you sing, the lower will be the price 
the customers will pay for your singing. If the de- 
mand curve for your computer or auto slopes 
down, you can make extra profits by reducing your 
supply. 

What does all this add up to? It means that, as 
soon as there is an appreciable departure from 
perfect competition, you soon realize that you can 
raise your profits or earnings by restricting 
supply. 

Hence, the last view of profits as a monopoly 
return runs as follows: Part of what is called profit 
is the return to market or monopoly power. If eco- 
nomic regulation hmits the number of trucking 
firms that can ship goods from Atlanta to Mobile, 
trucking firms will earn artificially high, monopoly 
profits on that route. If the contrived monopoly is a 
patent on a valuable process, the monopoly return 
might show up as the profits of the firm that owns 
the patent. In each case, profits are the excess re- 
turn gained by someone who has market power. 

Awash with Profits? 

This brief survey of different theories reveals 
many sources of profits. Which is most important? 
No definitive answer can be given. But given all 
the ways that firms can extract profits in a modern 
economy— implicit returns; rewards for default, 
risk bearing, and innovation; and returns to mo- 
nopoly power— we would expect to see the coffers 
of American corporations awash in cash. 

Surprisingly, however, they are not. Over the 
last 15 years, corporations earned a quite modest 
rate of return on their investments— onlv about 8 
percent in real terms. And for the last decade the 
ratio of the market value of corporations (i.e., die 
value of their stocb and bonds) to the value of 
their land, plant, and equipment (called "Tobin's 
Q ) has been substantially less than 1. In 1981, for 
e-xample, every $100 worth of corporate tangible 
assets sold for only $70 on stock and bond markets 
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This low level of coiporate profitability is a 
puzzle to many observers. It does suggest, how- 
ever, that some of the arguments about extraordi- 
nary monopoly power of large companies are exag- 
gerated, and that the forces of competition among 
American corporations are powerful. 



The Next Steps 

With this discussion of the return to capital, 
our treatment of pricing of factors of production is 



completed. We are now ready to move on to Part 
Six, where many of the themes in this part will be 
reviewed. In addition, in the next part, we will 
weigh the major issues of design of an economic 
system: How do the prices and quantities in all the 
markets interact in a general equilibrium of mar- 
kets? How does government inter\'ene to change 
the allocation of resources? What are the possible 
conflicts between equity and efficiency? What are 
the alternative economic theories or systems and 
how do they compare with modern mixed 
capitalism? 



SUMMARY 



1. Return to reread the key definitions of terms listed under "Review," p. 653 
above. 

2. We can apply primary factors of production, land and labor, in indirect ways by 
introducing intermediate productive factors called capital goods. It is taken as a 
technological fact that this "roundaboutness" yields a positive rate of return, 
where this rate of return is subject to the usual law of diminishing returns. 

3. Assets generate streams of income in future periods. By calculating the present 
value, we can convert the stream of returns into a single value today. This is done 
by asking what amount of dollars today will generate the stream of future returns, 
when invested at the market interest rate. 

4. Interest is a device that serves two functions in the economy. It provides an 
incentive for people to save and accumulate wealth — for retirement, for a rainy 
day, for heirs. But the interest rate is also a rationing device; it allows society to 
select only those investment projects with the highest rates of return. However, as 
more and more capital is accumulated, and as the law of diminishing returns sets 
in, the rate of return on capital and the interest rate will be beaten down by 
competition. As interest rates fall, this is a signal to society to adopt projects that 
have lower rates of return. 

5. Saving, in the sense of waiting for future consumption goods rather than con- 
suming now, interacts with the technical net productivity of capital goods to deter- 
mine interest rates, the rate of return on capital, and capital formation. Thus, in a 
simplified, classical world of full employment and a single homogeneous and mo- 
bile capital good, we can see how interest rates and the rate of return to capital are 
determined. The supply of capital is provided by households who are willing to 
sacrifice consumption today in return for a larger consumption tomorrow. The 
demand for capital comes from firms that have a variety of investment projects. In 
long-run equilibrium, the interest rate is thus determined by the net productivity 
of capital and the extent to which households are willing to postpone consumption 
today for consumption tomorrow. 



664 Interest, Profits, and Capital 



6. Important qualifications of classical capital theory include the following: Lack of 
perfect foresight means that capitals return is highly volatile as expectations, tech- 
nology, and mcome levels change. Also, classical theory ignores deviations from 
full-employmen output. Fmally. to get the real rate of interest, one must subtract 
the rate of mflation from the nominal rate of interest. 

7. Profits are revenues less costs. Reported profits are chiefly corporate earnings 
Economically we must distinguish three different categories. Perhaps the most 
•mportant is the view of profit as an implicit return. Firms generallv own manv of 
their own nonlabor factors of production-land, capital, patents. Sometimes the 
owners compensation is included in profits. In these cases, the implicit retuni to 
unpaid or owned land, labor, or capital is part of profits. 

8. Uncertainty is pervasive in economic life. Profits include three different kinds 
ot reward associated with uncertainty. 

(a) The return to investment is uncertain. Part of the return is simply the extra 
proht in good economic weather to compensate for the losses during eco- 
nomic storms such as bankruptcy or depression. This is the extra return to 
cover default risk. 

(b) In addition, some of the risks borne by firms cannot be diversified or in- 
sured against. But firms' owners are averse to risk-they must be compen- 
sated by risk premiums to coax them to hold such risky assets. This second 
eJement is thus return for risk bearing. 

(c) Finally, in a world of incessant innovation, entrepreneurs earn profits or 
higti temporary earnings from innovation. 

9. Profits may result from firms exercising market power-on their patents, spe- 
cial privileges, or other kinds of monopolies. 



CONCEPTS FOR REVIEW 



capital, funds 

rate of return on capital, interest 
rate 

indirect roundabout production 

methods and diminishing returns 
present value by V = $N/i 
impHcit rewards to factors in profits 



uncertainty and profits: default risk, 
return to risk bearing, innovation 

twin elements in interest 
determination: returns to 
roundaboutness and impatience 

real vs. nominal interest rate 



QUESTIONS FOR DISCUSSION 




1. Give some examples of efficient roundabout processes; of "produced" or 
intermediate outputs that serve in their turn as inputs. 

2 Contrast three "prices" of capital: (a) rental of a capital good, (b) rate of return 
on a capital good, and (c) interest rate. 
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07240756 **Image available** 
SYSTEM FOR MEASURING VaR OF PORTFOLIO 



PUB. NO. : 
PUBLISHED: 
INVENTOR (s) : 
APPLICANT (s) 
APPL. NO.: 
FILED: 



2002-109207 [JP 2002109207 
April 12, 2002 (20020412) 
MIKAMI AKIHISA 
NISSAY ASSET MANAGEMENT CORP 
2000-295786 [JP 2000295786] 
September 28, 2000 (20000928) 



A] 



INTL CLASS: 



G06F-017/60 ; G06F-019/00 



ABSTRACT 

. . . VaR measuring system by which analysis is performed from various angles 
with little Var4 measurement difference in managing the risk of 
portfolio for a comparatively long term. 

SOLUTION: A set of programs for measuring a risk and a correlative 
coefficient from the earning rate of a benchmark in the past at each 
property constituting the portfolio, the property configuration ratio of 
the portfolio, a return and the past benchmark and calculating the VaR 
of the portfolio is downloaded from an investment information providing 
side unit to. . . 



20/3, K/3 (Item 3 from file: 347) 

DIALOG (R) File 347: JAPIO 

(c) 2004 JPO & JAPIO. All rts. reserv. 

06948154 **Image available** 

HOME TRADE SYSTEM PERFORMING REALIZED PROFIT AND LOSS EVALUATION BY SIMPLE 
DATA MANAGEMENT 



PUB. NO.: 

PUBLISHED: 

INVENTOR(S) 



APPLICANT (s) 

APPL. NO. : 
FILED: 



2001-175706 [JP 2001175706 

June 29, 2001 (20010629) 

NAKAMURA AKIHIKO 

YOSHIDA YUKIHISA 

NODA KENICHI 

TAWA KENICHI 

KUROSE JUNICHI 

NOMURA SECURITIES CO LTD 

NRI & NCC CO LTD 

11-359566 [JP 99359566] 

December 17, 1999 (19991217) 



A] 



INTL CLASS: G06F-017/60 

ABSTRACT 

. . .brand, a transaction type, the number of transacted stocks and a current 
price, a realized profit and loss evaluating means 14 which 
calculates the difference between costs needed for the number of sold 
stocks and the sales amount of a real transaction from the cost before 
the transaction and the number of stocks before the transaction and updates 
the cost before the transaction and the number of stocks before the 
transaction and a realized profit... 
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DIALOG (R) File 347: JAPIO 

(c) 2004 JPO & JAPIO. All rts. reserv. 
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05690863 **Image available** 
ESTIMATING xMETHOD FOR PROFIT PLAN 



PUB. NO. : 
PUBLISHED: 
INVENTOR (S) : 

APPLICANT (s) 



APPL. 
FILED: 



NO. 



INTL CLASS; 



09-305663 [JP 9305663 A] 
November 28, 1997 (19971128) 
TAKAHASHI SHOJI 
KIMURA TETSUHIRO 
KAWASAKI STEEL CORP [000125] 
Corporation), JP (Japan) 
08-116074 [JP 96116074] 
May 10, 1996 (19960510) 



(A Japanese Company or 



G06F-017/60 



G06F-017/00 ; G06F-019/00 



ABSTRACT 

PROBLEM TO BE SOLVED: To easily check the improvement plan of increasing 
profit by predicting sales quantity, determining a producing means , 

predicting the product cost required for sales , predicting the sales , 

predicting the profit provided from the difference between product cost 
and the sales and checking the improvement plan for increasing the 

profit covering producing and vending... 



20/3, K/7 (Item 1 from file: 350) 

DIALOG (R) File 350:Derwent WPIX 

(c) 2004 Thomson Derwent . All rts. reserv. 

015811089 **Image available** 

WPI Acc No: 2003-873293/200381 

XRPX Acc No: N03-697751 

Estimation apparatus for debt evaluation in retirement plan, estimates 
pension assets and computes fluctuation factor corresponding to 
fluctuation components in retirement plan, based on which debt is 
estimated 

Patent Assignee: MITSUBISHI SHINTAKU GINKO KK (MITS-N) 
Number of Countries: 001 Number of Patents: 001 
Patent Family; 

Patent No Kind Date Applicat No Kind Date Week 

JP 2003331101 A 20031121 JP 2002140994 A 20020516 200381 B 

Priority Applications (No Type Date) : JP 2002140994 A 20020516 
Patent Details: 

Patent No Kind Lan Pg Main IPC Filing Notes 
JP 2003331101 A 6 G06F-017/60 

Abstract (Basic) : 

... The pension assets is estimated based on specific formula. The 

fluctuation factor corresponding to fluctuation components in 
retirement plan, is computed based on the difference of profit 
and loss determined from the difference of the performance 
interest rate and sample interest rate. The debt is estimated based 
on the estimated pension assets and fluctuation factor. 

International Patent Class (Main) : G06F-017/60 



20/3, K/8 (Item 2 from file: 350) 

DIALOG (R) File 350: Derwent WPIX 

(c) 2004 Thomson Derwent. All rts. reserv. 

015370372 

WPI Acc No: 2003-431310/200341 
XRPX Acc No: N03-344287 

Antifalse effect declared mathematical expression 

Patent Assignee: ZHANG J (ZHAN-I) 
Inventor: ZHANG J 
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Number of Countries: 001 Number of Patents: 001 
Patent Family: 

Patent No Kind Date Applicat No Kind Date Week 

CN 1395207 A 20030205 CN 2002136396 A 20020806 200341 B 

Priority Applications (No Type Date) : CN 2002136396 A 20020806 
Patent Details : 

Patent No Kind Lan Pg Main IPC Filing Notes 
CN 1395207 A G06F-017/60 

Abstract (Basic) : 

... Suppose: the anti-f alsepayment is X% of the cost of products; 

the cost price of the product is M; the gross profit rate is Y%; the 
pure-interest rate is Z%; N is the total sales volume. With the 
anti-false technique being used, the increased pay out would be less 
than or equal to XMN% and if the sales volume increases 1%, then the 
profit generated is greater than or equal to (1+X%) (Y%+Z%) MN. This 
shows if anti-false expenditure occupying the product cost do not 
exceed the X the %, with the anti-false technique being used, the gross 

International Patent Class (Main) : G06F-017/60 



20/3, K/9 (Item 3 from file: 350) 

DIALOG (R) File 350:Derwent WPIX 

(c) 2004 Thomson Derwent . All rts. reserv. 

014479289 **Image available** 
WPI Acc No: 2002-299992/200234 
XRPX Acc No: N02-234989 

Price determination system of profitable article, has calculation units 
that store predetermined interest coefficients which are selectively 
. multiplied with net profit for profit interest calculation 
Patent Assignee: NIPPON FUDOSAN DATA BANK KK (NIFU-N) 
Number of Countries: 001 Number of Patents: 001 
Patent Family: 

Patent No Kind Date Applicat No Kind Date Week 

JP 2002063258 A 20020228 JP 2000246581 A 20000816 200234 B 

Priority Applications (No Type Date): JP 2000246581 A 20000816 
Patent Details : 

Patent No Kind Lan Pg Main IPC Filing Notes 
JP 2002063258 A 20 G06F-017/60 

Abstract (Basic) : 

Calculation units have a database to store interest 
coefficients of several articles. The calculation units compute net 
profit of an article by s\abtracting the annual maintenance cost 
from the annual gross income , and computes profit interest 
based on the product of net profit or reference interest and 
interest coefficient. 
International Patent Class (Main) : G06F-017/60 



20/3, K/10 (Item 1 from file: 2) 

DIALOG (R) File 2:INSPEC 

(c) 2004 Institution of Electrical Engineers. All rts. reserv. 

6788919 INSPEC Abstract Number: B2001-01-014 0-073, C2001-01-0230-051 

Title: The relationship between R&D spending and shareholder returns in 
the computer industry 

Author (s): Mank, D.A.; Nystrom, H.E. 

Author Affiliation: Missouri Univ., Rolla, MO, USA 

Conference Title: Proceedings of the 2000 IEEE Engineering Management 
Society. EMS - 2000 (Cat. No. 00CH37139) p. 501-4 
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Publisher: IEEE, Piscataway, NJ, USA 

Puljlicatibn Date: 2000 Country of Publication: USA viii+695 pp. 
ISBN: 0 7803 6442 2 Material Identity Number: XX-2000-02016 

U.S. Copyright Clearance Center Code: 0 7803 6442 2/2000/310.00 
Conference Title: Proceedings of the 2000 IEEE Engineering Management 
Society. EMS - 2000 

Conference Sponsor: IEEE Eng. Manage. Soc 

Conference Date: 13-15 Aug. 2000 Conference Location: Albuquerque, NM, 
USA 

Language : English 
Subfile: B C 
Copyright 2000, lEE 

...Abstract: firms within an industry. Other studies have significantly 
related announced increases in firm R&D expenditures to positive, short 
term share price response. However, less research is available that 
relates R&D spending to the firms' actual future returns to shareholders. 
In this study, R&D as a percent of revenue at the firm level within the 

computer industry is correlated to the return to shareholders in later 
years. The years 1992-1994 are used to set the firms' routine R&D spending 
levels as a percent of revenues . Stockholder returns by firm are 

calculated over the years 1993-1997 and are compared to the firms' R&D 
spending levels in the previous years. The computer industry was chosen 
for this study because of its fast paced rate of technology change... 
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06948154 

HOME TRADE SYSTEM PERFORMING REALIZED PROFIT AND LOSS EVALUATION BY SIMPLE 
DATA MANAGEMENT 

APPL. NO.: 11-359566 [JP 99359566] 
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06848127 

PRODUCTION MANAGING METHOD, AND ITS DEVICE AND ITS RECORDING MEDIUM 
APPL. NO.: 11-246060 [JP 99246060] 
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05904718 

DESIGN VERIFICATION TIME DECIDING METHOD FOR MASS PRODUCTION PRODUCT AND 
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Title: Economic justification of computer control systems 
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DIALOG (R) File 35: (c) 2004 ProQuest Inf o&Learning . All rts. reserv. 
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STUDIER AV FORUTNYTTELSEN HQS HYBRIDER OG LINJER INNEN VERPEHONS 

Original Title: STUDIES ON FOOD EFFICIENCY IN HYBRIDS AND STRAINS OF 
LAYING HENS (CROSSBREEDING) 
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THE EFFECT OF AIRLINE DEREGULATION ON THE FINANCIAL CONDITION OF THE 
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DIALOG (R) File 475: (c) 2004 The New York Times. All rts. reserv. 
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Action Computer shares fall 

UK: ACTION COMPUTER SHARES DOWN 
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Metal Containers on loss 

SINGAPORE: METAL CONTAINERS EXPLAINS LOSS 
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P&P opts for direct sales as prices fall 
UK - P&P FOCUSSES ON DIRECT PC SALES 
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MOTOROLA PROFIT FALLS 
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LEARMONTH & BURCHETT REPORTS FALL IN INTERIM PRE-TAX PROFIT 
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?show files;ds 

File,^3.4a:ELIROPEAN PATENTS 1978-2004/Oct W05 

(c) ■ 2004 European Patent Office 
File 349: PCT FULLTEXT 1979-2002/UB=20041111, UT=20041104 

(c) 2004 WIPO/Univentio 

Set Items Description 

51 374970 PROFIT? ? OR GAIN? ? OR RETURN? ? OR ROI 

52 199362 REVENUE? ? OR RECEIPTS OR EARNING? ? OR INCOME OR INTEREST 
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13/3, K/8 (Item 8 from file: 349) 

DIALOG,{I\) Fj.le 34 9:PCT FULLTEXT 

(c) 2004 WIPO/Univentio. All rts. reserv. 

00937178 **Image available** 

CYBER TRADING SERVICE DEVICE AND METHOD FOR ANALYZING BUY QUANTITY 
DISPOSITIF DE SERVICES DE COMMERCE ELECTRONIQUE ET PROCEDE D* ANALYSE DE 
TITRES ACHETES 

Patent Applicant /Inventor : 

YANG Yong-Cheol, 201, 115-10, Bangi2-dong, Songpa-ku, 138-052 Seoul, KR, 
KR (Residence), KR (Nationality) 
Legal Representative: 

YOU ME PATENT & LAW FIRM (agent), 825-33 Teheran Bldg., Yoksamdong, 
Kangnam-ku, 135-080 Seoul, KR, 
Patent and Priority Information (Country, Number, Date) : 

Patent: WO 200271297 Al 20020912 (WO 0271297) 

Application: WO 2002KR406 20020308 (PCT/WO KR0200406) 

Priority Application: KR 200112117 20010308; KR 200153959 20010903; KR 
20023317 20020121 
Designated States: 

(Protection type is "patent" unless otherwise stated - for applications 
prior to 2004) 

AE AG AL AM AT AU AZ BA BB EG BR BY BZ OA CH ON CO CR CU CZ DE DK DM DZ 

EC EE ES FI GB GD GE GH GM HR HU ID IL IN IS JP KE KG KP K2 LC LK LR LS 

LT LU LV MA MD MG MK MN MW MX MZ NO NZ OM PH PL PT RO RU SD SE SG SI SK 

SL TJ TM TN TR TT TZ UA UG US UZ VN YU ZA ZM ZW 

(EP) AT BE CH CY DE DK ES FI FR GB GR IE IT LU MC NL PT SE TR 

(OA) BF BJ CF CG CI CM GA GN GQ GW ML MR NE SN TD TG 

(AP-) GH GM KE LS MW MZ SD SL SZ TZ UG ZM ZW 

(EA) AM AZ BY KG KZ MD RU TJ TM 

Publication Language: English 

Filing Language: English 

Fulltext Word Count: 11943 

Main International Patent Class: G06F-017/60 
Fulltext Availability: 

Detailed Description 

Claims 

Detailed Description 

Tl 7a, and inputs the stock price list, the buy quantity, and the buy 
unit cost to the profit and 

loss analysis program 230c in step T-17b. Next, the CPU 210 divides 
the 

stock price of the stock price list by the buy price to calculate the 
earning rate for each stock price in step Tl 7c, subtracts the buy 
unit cost from the stock price of the stock price list to calculate a 

profit and loss depth in step Tl 7d, and multiplies the profit and 
loss depth by the quantity. . . 

Claim 

price in the stock price list to be a sell price, to perform profit 
and loss analysis. 

1 0. The device of claim 9, wherein the profit and loss analysis 
program includes steps of: 

dividing the stock price in the stock price list by the buy price to 
calculate the earning rate; 

s ub tracting the buy unit cost from the stock price in the stock price 
list to calculate the profit and loss depth; and 

multiplying the profit and loss depth by the quantity to calculate 
the 

total profit and loss for each stock price. 

1 1. A cyber trading service method for providing a cyber... 

...a plurality of client PCs, comprising: 
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transmitting stock price information to a corresponding clien t PC 

when^ a,, uger selects a predetermined issue on a buy order screen through a 

cyBer trading system in the client PC ; 

receiving the user&apos;s account number from the client PC , inputting 
a 

previously deposited money amount to a previously established calculation 
program to calculate a buy price list, and outputting calculation results 
to the 

corresponding client PC ; and 

receiving the user&apos;s issue code and buy price from the client PC , 
and inputting the corresponding issue&apos;s standard price and buy price 
to the previously. . . 

...calculation program to calculate a quantity list, and outputting 
calculation results to the corresponding client PC . 

12 The method of claim 1 1, wherein the quantity list includes 
information on buyable... 

13/3, K/12 (Item 12 from file: 349) 

DIALOG (R) File 34 9:PCT FULLTEXT 

(c) 2004 WIPO/Univentio. All rts. reserv. 

00764251 **Image available** 

SYSTEMS AND METHODS FOR WEALTH MANAGEMENT 

SYSTEMES ET PROCEDES DE GESTION DU PATRIMOINE 

Patent Applicant /Assignee : 

TONKA GROUP LLC, 13033 Ridgedale Drive, Minnetonka, MN 55350, US, US 
(Residence), US (Nationality), (For all designated states except: US) 
Patent Applicant/Inventor: 

SMITH Mark J, 13033 Ridgedale Drive, Minnetonka, MN 55350, US, US 
(Residence), US (Nationality) 
Legal Representative : 

VIKSNINS Ann S (agent), Schwegman, Lundberg, Woessner & Kluth, P.O. Box 
2938, Minneapolis, MN 55402, US, 
Patent and Priority Information (Country, Number, Date) : 

Patent: WO 200077673 A2 20001221 (WO 0077673) 

Application: WO 2000US16804 20000616 (PCT/WO US0016804) 

Priority Application: US 99139682 19990616 
Designated States: 

(Protection type is "patent" unless otherwise stated - for applications 
prior to 2004) 

AE AG AL AM AT AU AZ BA BB BG BR BY CA CH CN CR CU CZ DE DK DM DZ EE ES 
FI GB GD GE GH GM HR HU ID IL IN IS JP KE KG KP KR KZ LC LK LR LS LT LU 
LV MA MD MG MK MN MW MX MZ NO NZ PL PT RO RU SD SE SG SI SK SL TJ TM TR 
TT TZ UA UG US UZ VN YU ZA ZW 

(EP) AT BE CH CY DE DK ES FI FR GB GR IE IT LU MC NL PT SE 

(OA) BF BJ CF CG CI CM GA GN GW ML MR NE SN TD TG 

(AP) GH GM KE LS MW MZ SD SL SZ TZ UG ZW 

(EA) AM AZ BY KG KZ MD RU TJ TM 
Publication Language: English 
Filing Language: English 
Fulltext Word Count: 14443 

Main International Patent Class: G06F-017/60 
Fulltext Availability: 
Claims 

Claim 

claim 1 1, wherein the method further 
includes performing a profit analysis, wherein performing the profit 
analysis 
includes : 

calculating a lending profit , wherein calculating a lending profit 
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includes : 

c^lpu^ating a loan value cost ; and 
subtracting the loan value cost from the interest formula value; 
and 

calculating an insurance policy profit ; wherein calculating an 

insurance 

policy profit includes: 

calculating a cost for issuing and maintaining the insurance 
policy; 

subtracting the cost for issuing and maintaining the insurance 
policy from a forecasted return value; and 
performing a . . . 
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Detailed Description 

Detailed Description 

... is the price charged for the respective item if its 

price is not to be reduced ; it is determined separately by 
the merchant, and may include preliminary price reduction , 
for instance, under seasonal or manufacturer-promoted Sales . 

" COST " is included to allow profit calculation , if profit 

reduction criteria are used to calculate reduced prices. "IN 
INVENTORY" refers to the quantity currently in inventory and 
is continuously updated by ... compared to the "CURRENT AVERAGE SALES", 
"PRESENT SALE STATUS" is a parameter set by the computer to 
zero is there if no Sale then in effect on the specified 
item, or . . . 
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... an analyst with Needham & Co. Inc., New York. 

"All stores have a certain level of sales that must be met to cover 
fixed expenses . When sales are crummy, it diminishes margins and 
potential profit said Buyer. 

Indeed, personal- computer sales through the channel dropped 11 
percent in December year-to-year, while January sales were up only 1 
percent year-to-year, according to Store-Board/Computer Intelligence. 

"It . . . 
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